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Chapter Ins 52
CREDIT FOR REINSURANCE

Ins52.01  Definitions. Ins 52.05  Trust agreements qualifying for security
Ins 52.02  Credit allowed a licensed ceding insurer Ins 52.06  Letters of credit.
Ins 52.025 Revocation of accreditation. Ins 52.07  Applicability.

Ins 52.03  Insolvency clause and jurisdiction; financial reinsurance disallowed.
Ins 52.04  Reductionfrom liability for reinsurance ceded by a licensed insurer to
anassuming insurer

Ins 52.01 Definitions. In this chapterunless the context through and licensed to transact insurance or reinsurance, as

otherwise requires: requiredunder par(d);
(1) “Policyholder surplus” means capital and surplus. (f) Files annually with theommissioner by March 1, or a later
(2) “Qualified United States financial institution” meaas dateapproved in writing by the commissioparcopy of its annual
institution that: statementfiled with the insurance departmaegitits state of domi

cile or, in the case of an alien assuming insunéth the state
; ; Mgt : : throughwhich it is entered anith which it is licensed to transact
glt%r;eb;r:lggg (S)?;;l;l_zatlon, licensed, under the laws of théted insuranceor reinsurance, and a copy of its most recent audited
y ' . . . financial statement annually by June 1; and
(b) Is regulated, supervised and examined by United States,

federalor state authorities having regulatory authority over ban%%r(rgr)ni gs?cl)ensesr (r)r:gienrgiii sg;ic(;f);%%lllgearlpglrj?\gleudg:navr\]/rlgrrllgollljyntthe

andtrust companies; gnd . L ~ whichis not less than $3,000,000.

(c) Has beenletermined by either the commissioner or equiva (3) Thereinsurer is domiciled and licensed in,imthe case
lent official of the ceding insurés state of domicile, or theecuri of a United States branch of an alien assuming iﬁsuemta‘ged
tiesvaluation ofice of the national association of insurance Comthrough a state which employs standangsgarding credit for
missioners,to meet such standards of financial condition a%insuréncevhich the commissioner determines equaxreed

standingas are considered necessary and appropriaéguiate o giandards applicable under this chapter and the reinsurer or
the quality of financial institutions whose letters of credit voii Unites States branch of an alien reinsurer:

acceptabldéo the commissioner or equivalenficl. ;i . . L
(3)p “Qualified fiduciary United S?ates financiahstitution” éa) Su(l:j)mlts o the authority of this state to examine its books
andrecords;

meansan institution that: . . o .
(a) Is omanized arin the case of a United States branch (b) Files a form AR-1 with the commissioner to comply with
9 a ar.(a); and

agencyoffice of aforeign banking aganization, licensed, under (c) Complies with one or more of the following:

thelaws of the United States or any state; and 1. The reinsurer or United States branch assumes the reinsur

(b) Is regulated, supervised and examined by United Sta . : h :
federalor state authorities having regulatory authority over bané%?%e_under pooling a:rrar)gements among insurers in the same
andtrust companies. ing company system, or

(a) Is oganized grin the case of a United StateSaaf of a for

History: Cr. RegisterJuly 1993, No. 451, éf8-1-93. 2. Thereinsurer maintains policyholder surplus in an amount
not less than $20,000,000.
Ins 52.02 Credit allowed a licensed ceding insurer . (3m) The ceding insurer is an alien insurer msndomestic

Exceptas provided by s. Ins 52.04 and unless otherwise prohibitegurerand the laws of the state of the ceding alien or nondomestic
by the commissionen licensed insurer may take credit for cededisurer SdOfT"C"e or entry permit the alien or npndomesﬂc insurer
reinsuranceas either an asset or a deduction from liability dinly to take credit for the reinsurance. Unless credit is taken under pro
thereinsurer at all imes compliesith one or more of the follow  Visionswhich are substantially similar to sub. (4) or (5) dns.

ing: 52.04,credit may be taken under this subsection only if¢ie

(1) Thereinsurer is licensed as an insurer in this state. ~ SUrérhas at least $3,000,000 in policyholderplus. The com

. . . . . .missionermay prohibit a licensed alien or nondomestic insurer
(2) The reinsurer is accredited in this state by the commigg, taking c)r/elglit under this subsection.

sionerat the time credit is claimed or taken and the reinsurer: (4) The reinsurer complies with all of the following:

this(,i)taligse?uvr\{ggi(t:rt]i%rfp mmissioner evidence of its submission to (@) The reinsurer maintains a trust fund in a qualified fiduciary
. L ) . United States financial institution fahe payment of the valid

(b) Submits to this stateauthority to examine its books and;|aimsof its United States policyholders and ceding insurers, their
records;. _ assignsand successors in interest.

(c) Files a properly executed Form AR-1 as evidence of its () The reinsurer reports annualhy March 1, or a later date
submissiorto this states jurisdiction and to this stageauthority \hich the commissioner approves in writing, to the commissioner
to examine its books and records; informationsubstantially the same as that requietie reported

(d) Is licensed to transact insurance or reinsurance in at le@sthe National Association of Insurance Commissioners Annual
one state, or in the case of a United States branch of an al&atemenform by licensed insurers to enable the commissioner
assumingnsurer is entered through and licensettansact insar  to determine the sfi€iency of the trust fund.
anceor reinsurance in at least one state; (c) The reinsuremaintains in a trust account funds equal to an

(e) Files with the commissioner a certified copy of a letter @mountthat is not less than thessuming insurés liabilities
a certificate of authority or of compliance as evidence that it &tributableto business written in the United States andddi
licensedto transactnsurance or reinsurance, ot the case of a tion, the reinsurer maintains a trusteed surplus of nottless
United States branch of an alien assuming insueeentered $20,000,000.
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(d) If the reinsurers are a group including incorporated amchenthe reinsurance was ceded or the reinsurance contract exe
individual unincorporated underwriters, the reinsurers maintatoted.
in a trusteed account funds equal to an amount that is not less thagp) For the purpose of accreditation under s. Ins 52.02 (2) or
the groups aggregate liabilities attributable to business written ifin order disallowing credit under s. 168.02 (3m), it is presumed
the United States andh addition, the group maintains a trusteeghata reinsurer should not laecredited or take credit if the rein
surplusof which $100,000,008hall be held jointly for the benefit syrerhas a policyholder surplus of less than $20,000,000.
of United States ceding insurersany member of the group; the History: Cr. RegisterJuly 1993, No. 451, &8-1-93.
incorporatednembers of the group are not engageany busi
nessother than underwriting as a member of the group and arelns 52.03 Insolvency clause and jurisdiction; finan -
subjectto the same level of solvency regulation and control by tigéal reinsurance disallowed. (1) Except as permitted by s.
group’s domiciliary regulator as are the unincorporatenbers; Ins52.02 (5), a ceding domestic insurer may take credit for rein
andthe groupmakes available to the commissioner or equivaleftiranceceded to a reinsurer which does not comply with s. Ins
official of the ceding licensed insursistate of domicile or entry 52.02(1), (2),(3) and (4) only if the reinsurer in a written reirsur
anannual certification of the solvency of each underwritethey anceagreement does all of the following:
group'sdomiciliary regulator and its independent public account (a) Agrees that if the reinsurer fails to perform its obligations
ants.For a domestic insurghe certification shall be filed with the underthe terms of the reinsurance agreement, the reinsiitiee
commissioneby Junel unless otherwise approved in writing byrequesbf the ceding insurgshall submito the jurisdiction of any
the commissioner courtof competent jurisdictiom any state of the United States,

(e) The trust is established in a form approbgdhe commis  Will comply with all requirements necessary to give the court
sioneror equivalent dicial of the ceding licensed insutsrstate jurisdiction, and will abide by the final decision of such court or
of domicile or entryThe trustinstrument shall provide, and theof any appellate court in the event of an appeal.
trusteescomply with, all of the following: (b) Designates the commissioner or a designated attorney

1. Contested claims shall be valid and enforceable out $ponwhom may be serveahy lawful process in any action, suit
fundsin the trust if the claims remain unsatisfiedda@s after the OF Proceeding instituted by or on behalf of the ceding insurer
entry of a final order of any court of competent jurisdiction in the (2) Subsection(1) (a) and (b) do not fafct or supersede the
United States. obligation of the parties to a reinsurance agreement to arbitrate

2. Legal title to the assets of the trust is vested in the trus{Bir disputes, if the obligation is created in the agreement and
of the trust for the benefit of the grari®tnited States policy cOMPplieswith ch. 645, Stats.

holdersand ceding insurers, their assigns and successors in inter(2m) Exceptas permitted by s. Ins 52.02 (5), a ceding demes
est. tic insurer may take credit for reinsurance under a reinsurance

3. The trust and the assuming insurer are subject to examifigréemenefective on or after January 1, 1980, only if tgree
tion as determined by the commissianer ment provides that the reinsurer assumes all creslits of an
intermediaryrelating to payments to an intermediary if dgree

4. The trust shall remain infett for as long as the assumingmentby its terms requires payment to an intermediary
insurer.or any member or former member of a group of insurers, 3) A ceding domestic insurer may not take credit for reinsur

hasoutstanding obligations due under the reinsurance agreem%w eunless the assuming insurer in the reinsurance contract:

subjectto the trust. L o
15 No later than February 28 of each veatless a latedate (a) Undertakes to protect the ceding insurer from loss or-liabil

. . : o y eacn'y . - ity on coverage the ceding insurer issues not only in form but in

is approved in writing by the commissioner or equivalefitiaf fact: and

of the ceding licensed insuigstate of domicile or entrihe trust .
eesof the trust shall report to the commissioner or equivaldiat of () Includes a proper insolvency clause unsle4s.58 (1),
Stats.,or for an alien or nondomestic insurer includes an insol

cial of the ceding licensed insuterstate of domicile or entry in ¢ A -
g Y vencyclause which guarantees payment of the liability of the rein

writing setting forth the balance in tirist and listing the trust’ A A ) ;
investmentst the preceding year end, and shall certify the dagdrerwithout diminutionbecause of the insolvency of the ceding
Insurer.

of termination of the trust, if so planned, or certify thatttiist

shall not expire prior to the next following December 31. (4) A ceding domestic insurer may tasredit for reinsurance
6. No amendment to the trust may bdeefive unless cededonly to the extent the ceding insurer has established ade

reviewedand approved in writing and in advance by the commi§uategross reserves on the business ceded.

sioneror equivalent dicial of the ceding licensed insuterstate  (5) A ceding domestic insurer may not take credit for reinsur
of domicile or entry anceceded in excess of the amount of the gross reserves carried

. . L onthe business, or portion of the business, ceded.
(5) Thereinsurance ceded to the reinsurer is with respdiceto History: Cr. RegisterJuly, 1993, No. 451, &/8-1-93; am. (1) (intro.), (b) and

insuranceof risks locatedn jurisdictions where the reinsurance), renum. (1) (c) to be (2m) and am., @) and (5), RegisteDecemberl995,No.
by the reinsurer is required by applicable lawegulation of that 480, eff. 1-1-96.

jurisdiction. For the purpose of this subsection “jurisdiction” . I .

meansa state, district or territory of the United States or any lawful IS 52.04 ~Reduction from liability for reinsurance

nationalgovernment. ceded by a licensed insurer to an assuming insurer .
History: Cr. Register July 1993, No. 451, 618-1-93: am. (4) (d), Register Unlessotherwise ordered by the commissigreem insurer may
December1995, No. 480, &f1-1-96. take credit for a reduction in liability for reinsurance ceded to a

reinsurereven if the credit is not permitted under s. Ins 52.02 in

Ins 52.025 Revocation of accreditation. (1) The com anamount not exceeding the lesser of the liabilit@sied by the
missionemay revoke thaccreditation of a reinsurer under s. Ingedinginsurer or the amount of funds held dryon behalf of the
52.02.1f the accreditatiorof a reinsurer is revoked, a licensedredinginsurer but only if the funds are held in the United States
insurermaynot take credit for ceded reinsurance to the reinsur@pdare security for the payment of obligatiamsder the reinsur
unders. Ins 52.02 (2), (3) or (3m), regardless of when the reins@ncecontract and if the funds meet one of the following:
ancewas ceded or the reinsurance contract executed. If a reinsurefl) Are included under a security arrangement and are subject
doesnot comply with any provision of s. Ins 52.02 (2), (3), (3m}p withdrawal solely byand are under the exclusive control of, the
(4) or (5) an insurer may not take credit for reinsurance cededcedinginsurer and the form of the funds and the security agree
thereinsurer under s. Ins 52.@), (3), (3m), (4) or (5), regardlessmentare approved by the commissioner or the equivaléiotadf
of whether the reinsurer is tmains accredited and regardless aif the state of domicile or entry of the ceding insurer
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(2) Are unencumbered, are securities listgdthe securities 3. Itis not subject tany conditions or qualifications outside
valuationoffice of the national association of insurance cormmi®f the trust agreement; and
sionersandqualifying as admitted assets or cash, are withheld by 4. It does not contain references to aiyer agreements or
the ceding insurerand are subject twithdrawal solely byand are  documentsxcept as provided under pée).
underthe exclusive control of, the ceding insurer; (e) The trust agreement is establishedffersole benefit of the
(3) Are securities listed by the securities valuatioficefof  beneficiary.
the national association of insurance commissioners and qualify (f) The trust agreement requires the trustee to:
ing as admitted assets or cash, are held in a trust fexthesive 1. Receive assets and hold all assets in a safe place;

nefit of th ing insurer and th ing in insurer ) ) .
benefit of the ceding insurer and the ceding insynerinsure, 2. Determine that all assets are in such form that the benefi

reinsurancesontract and trust comply with s. Ins 52.05; or . 9% S
iary, or the trustee upon direction by the beneficiargty when

(4) Are availableunder a clean, irrevocable, unconditiona; vernecessary negotiate any of the assets, withmgent or sig
andevegreen letteof credit which is issued or confirmed by & aturefrom the grantor or any other persoﬁ'

qualified United States institution and are subjectvithdrawal . L

solely by, and are under the exclusive control of, the ceding 3: Furnish to the grantor and the beneficiary a statement of all
insurerand the letter of credit is in the possession of the cediﬁ:isetsn the trust account upon its inception and at intervals no
insurerand the cedingnsurer reinsurer and letter of credit com '€>Sfrequent than the end of each calendar quarter;

ply with s. Ins 52.06. A letter of credit meeting applicable-stan 4. Notify the grantor and the beneficiary within 10 days, of
dardsof issuer acceptability as of the datdssiie or confirmation any deposits to or withdrawals from the trust account;
continuesto meet those standards for the purpose of this subsec 5. Upon written demand of the beneficiarpmediately take
tion if after issuance or confirmation the financial institution failany and all steps necessary to transfer absolutely and unequivo
to meet applicable standards of issuer acceptabilitg letter of cally all right, title and interest in the assets held in the trust
credit continues to be acceptable as fumdsil its expiration, accountto the beneficiary and deliver physical custody of the
extensionrenewal, modification or amendment, whichever firsassetgo the beneficiary; and

occurs. 6. Allow no substitutions owithdrawals of assets from the
History: Cr. RegisterJuly 1993, No. 451, &8-1-93. trustaccountgexcept on written instructions from the beneficiary
L . except that thérustee maywithout the consent of but with notice

Ins 52.05 Trust agreements qualifying for security . {0 the beneficiaryupon call or maturity of any trust asset, with
(1) In this section: drawsuch asset upon condititimat the proceeds are paid into the

(a) “Beneficiary” means the person for whose sole benefit theistaccount.

trusthas been established and any successor of the beneficiary byy) The trustagreement provides that at least 30 days, but not

operationof law, including, but not limited to, any liquidator morethan 45 days, prior to termination of the trust account; writ

rehabilitator,receiver or conservator ten notification of termination shall be delivered by the trustee to
(b) “Grantor” means the person that restablished a trust, the beneficiary

including, but not limited to, an unlicensed, unaccredited assum (h) The trust agreement provides thasisubject to and gev

ing insurer that establishes a trust. ernedby the laws of the state in which the trust is established.
(¢) “Reinsurance obligations” means: () The trust agreement prohibits invasion of the trust corpus
1. Reinsured losses and allocated loss expenses paid byftinethe purpose of payingompensation to, or reimbursing the

cedinginsurer but not recovered from the assuming insurer; expense®f, the trustee.

2. Reserves for reinsured losses reported and outstanding; (j) The trustagreement provides that the trustee is liable for its
3. Reserves for reinsured losses incurred but not reparidd; Own negligence, willful misconduct or lack of good faith.

4. Reserves for allocated reinsured loss expemses (k) Notwithstanding other provisions of this chaptenen a
unearnegpremiums. trustagreement is established in conjunctiaith a reinsurance

2) A ceding insurer mav take credit under s. Ins 52.04 (3) origreementovering risks other than life, annuities and accident
if: @) ing Insu Y tu ®) n’jlgd health, and where it is customary practice to provide a trust

. . .. agreemenfor a specific purpose, the trust agreement nmay
(@) There isa written trust agreement between the beneficiayin standingany other conditions in this chaptprovide thathe

the grantor and a trustee and the trustee is a qualified fiducigiyyinginsurer agrees to use and apply amounts drawn upon the
United States financial institution. trustaccount, without diminution because of the insolvency of the
(b) The trust agreement creates a tassbunt and all the assetscedinginsurer or the assuming insyrfar the following purposes:

aredeposited in the trust account. 1. To pay or reimburse the ceding insurer for the assuming
(c) The trustee holds all assets in the trust account at the trig§urer'sshare under the specific reinsurance agreement regard
ee’soffice in the United States, except taabank may apply for ing any losses and allocated loss expenses paid by the ceding
the permission of the commissioner or equivalefic@ of the  insurer, but not recovered from the assuming insurer for
cedinginsurets state of domicile or entry to use a foreign branghhearnecbremiums due to the ceding insuremdt otherwise paid
office of the bank as trustee for trust agreements established unflethe assuming insurer;
this section. If the commissioner or equivalerficl approves 2. To make payment to the assuming insurer of any amounts
the use of a foreign branchfafe as trustee, then its use must bge i the trust accourthat exceed 102% of the actual amount
approvedoy the beneficiary in writing and the trust agreement iredto fund the assuming insutemreinsurance obligations
mustprovide that the written notice describiadpar (d) 1. must underthe specific reinsurance agreement; or

alsobe presentable, as a matter of legal right, at the tragiss 3. Where the ceding insurer has received notification ef ter

cipal office in the United States. e e
. . mination of the trust account and whetfgee assuming insurer

(d) The trust agreement provides that: entire reinsurance obligations under the specific reinsurance

1. The beneficiary may withdraw assets from the trugigreementemain unliquidated and undisched 10 days prior to
accountat anytime, without notice to the grant@ubject only to  the termination date, to withdraw amounts equal to the reinsur
written notice from the beneficiary to the trustee; anceobligations and deposit those amounts in a separate account

2. No statement or document is required to be presémtedn the namef the ceding insurer in any qualified fiduciary United
order to withdraw assets, excefitat the beneficiary may be Statedinancial institution apart from its general assets and in trust
requiredto acknowledge receipt of withdrawn assets; for the usesand purposes specified in subds. 1. and 2. which
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remainexecutory after the withdrawal afat any period after the  (c) Requires the assuming insyrerior to depositing assets
terminationdate. with the trustee, to execute assignmengsnaiorsements in blank,

(L) Either the reinsurance agreement entered into in conjuf@ to transfer legal title to the trustee of all shares, obligations
tion with the trusiagreement or the trust agreement stipulates tHty other assets requiring assignments, in order thatatig
assetsleposited in the trust account shall be valued according§urer.or the trustee upon the direction of the ceding insoray
their current fair market value and shall consist only of one #fhenevemecessary negotiate these assets without conssigt or
moreof the following: naturefrom the assuming insurer or any other entity;

1. United States legal tender cash; (d) Requires that all settlements of account between the ceding

2. Certificates of deposit issued by a United States bank a{'ﬂaurer and the assuming insurer be made in cash or its equivalent;

payablein United States legal tender issuedayinstitution that

is not the parent, subsidiary afiliate of either the grantor or the  (€) Stipulates thathe assuming insurer and the ceding insurer
beneficiary;or agreethat the assets in the trust account, established pursuant to

3. Investments which amdmitted assets, permitted under c he provisions of the reinsurance agreement, may be withdrawn
620, Stats., and not excluded from the calculation of compulsary 1€ ceding insurer at any time, notwithstanding any other pro
surplus,if the investments are issued by an institution that is ngeions in the reinsurance agreement, and shalutilized and

the parent, subsidiary orféate of eitherthe grantor or the benefi aPPliedby the ceding insurer or its successors in interespbya
ciary. ' tion of law; including, but not limited to, by any liquidatoeha

bilitator, receiver or conservator of the ceding insuvéthout
&fiminution because of insolvenmn the part of the ceding insurer

to resign only allows resignation to bdegftive not less than 90 . ihe assuming insureonly for the following purposes:

daysatfter receipt by the beneficiary and grantor of writietice 1. To reimbursehe ceding insurer for the assuming inssrer

of resignation and only after a successor trustee has been dlﬁlgréof remiums returned gt]o the owners of olicieg reinsured
appointedand approved by the beneficiary and the grantor and ot prer o : P i o
assetsn the trust have been duly transferred to the new trusteg'0€rtne reinsurance agreement because or canceliations of the

(n) Any trust agreement provision which perntite grantor policies;

to remove the trustee only allows removal to Heative not less 2. To reimbursehe ceding insurer for the assuming inssrer
than90 days after receipt of notice ible removal by the trustee Shareof surrenders andenefits or losses paid by the ceding
rerpursuant tahe provisions of the policies reinsured under

andbeneficiary and only after a successor trustee has been qgg’ . N
appointedand approved by the beneficiary and the grantor and alf r¢/nsurance agreement, o _
assetsn the trust have been duly transferred to the new trustee. 3. To fund an account with the ceding insurer inaamount

(0) Any trust agreement provision which allows the grantdtt I€astequal to the deduction, for reinsurance ceded, from the
full and unqualified right to vote any shares of stock in the mqudlnglnsurer liabilities fompolicies ceded under the agreement.
accountand to receive from time to time payments of any-divi' "€ @ccount shall include, but not be limited to, amounts for
dendsor interest upon any shares of stock or obligations includB@!icy reserves, claims and losses incurred (includogses
in the trust account requires the trustee to promptly on receipt fiicUrredbut not reported), loss adjustmenpenses and uneamed
ward dividends or interest to the grantor or promptly deposit difremiumreserves; and o .
dendsor interest i separate account established in the grantor 4. To pay any otheamounts the ceding insurer claims are due
name. underthe reinsurance agreement.

(p) Any trust agreement provision whidives the trustee  (f) Ifit gives the assuming insurer the right to seek to withdraw
authority to invest, or accept substitutions of, any funds in tHgom the trust account all or any part of tiest assets, restricts
account,requires the trustee to obtain the prior approval of tfieatright by requiring:
beneficiary for each investment or substitutionless the trust 1. The prior written approval by the ceding insurer which the
agreemenspecifies categories of investments acceptable to tfensuranceagreement may require the ceding insurer to not
beneficiaryand authorizes the trustee to invest funds aagdept unreasonablyr arbitrarily withhold; and

substitutionswhich thetrustee determines are at least equal in 5 That withdrawal may be approved or permitted only if after
marketvalue to the assets withdrawn and that are consistént he withdrawal the market value of the trust account iesgihan
therestrictions in par(L). 102%of the required amount or if the assuming insuethe time

(9) Any trust agreement provision which permits or requiresf withdrawal, replaces the withdrawn assets with other qualified
thetrusteeupon termination of the trust account, to deliver asseissetiaving a market value equal to the market value of the assets
not withdrawnby the beneficiary to the grantalso prohibits the withdrawnso as to maintain all times the deposit in the required
trusteefrom delivering the assets until the beneficiary gives-wriamount.

tenapproval. ) (9) Does not require the return of amounts withdrawn under
(3) A trust agreement undsr Ins 52.04 (3) may permit the the provision required under pde) except the reinsurance agree

beneficiaryto at any timedesignate a party to which all or part ofmentmay require the ceding insurer to return:

thetrust assets are to be transferred. The transfer may be condi 1. Any amountwithdrawn in excess of the actual amounts

tionedupon the trustee receiving, prior to or simultanequsher requiredfor par (e) 1., 2., or 3., or in the case of .p@) 4., any

spemﬂedassgts.. _ amountsthat are subsequently determined not to be due; and

. (4) A ceding insurer may take credit under s. Ins 52.04 (3) only > |nterest payments, at a rate not in excess of the prime rate

if there is a written reinsurance agreement entered into in cenjuiCinterest, on the amounts held under. pey 3.

tion with atrust agreement which complies with sub. (2) and the (h) If it permits the award of attorneys’ fees or costs or interest

reinsurancagreement: ata rate other than provided under.[§g) 2., permits it only as the

() Requires the assuming insurer to enter into a trust-agrgesitof an award by any arbitration panel or court of competent
mentand to establish a trust account for the benefit of the cedifigisdiction and only of:

insurer,and speC|_f|es what th.e.agreement Isto cover, . 1. Interestat a rate dierent from that provided in pag) 2;
(b) Also contains the provision the tragreement is required 2 C bitrati )

to have under sub. (2)), except the reinsurance agreement is not - ourt or arbitration costs;

requiredto alsohave that provision if the reinsurance agreement 3. Attorneys’ fees; or

coversonly risks other than life, annuities or accident and health; 4. Any other reasonable expenses.
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(5) Thefailure of anytrust agreement to specifically identify cover,and provideshat the provisions required under this para
the beneficiary shall not be construéal afect any actions or graphand par(b) apply without diminution because of insolvency
rightswhich the commissioner or equivalenticil may take or by either the ceding or assuming insurer
possespursuanto the provisions of the laws of the state of domi  (b) Except as permitted under péd), stipulates that the
cile or entry of the licensed insurer ~assumingnsurer and ceding insurer agree thatl¢ttier of credit

History: Cr. Register July 1993, No. 451, &f8-1-93; am. (4) (b), Register provided by the assuming insurer under the reinsurance agree
December1995, No. 480, éf1-1-96. . . .
mentmay be drawn upon any time, notwithstanding any other

Ins 52.06 Letters of credit. (1) In this sectiortbenefi  Provisionsin the agreement, and may be utilized by the ceding
ciary” means the insurer for whose bentfi letter of credit has insureror its successors in interest including, bat limited to,
beenestablished and any successor of the beneficiary by-ope¥#any liquidatoy rehabilitatoy receiver or conservator of the eed
tion of law; including, but not limited to, a court-appointed domiing insurer without diminution because of insolvenoy the part
ciliary receiverincluding, but not limited to, a conservateha  ©of theceding insurer or the assuming inspcerty for one or more

bilitator or liquidator of the foIIovying reasons: o
(2) A ceding insurer may take credit under s. Ins 52.04 (4) only 1. To reimbursehe ceding insurer for the assuming insisrer
if the letter of credit complies with all of the following: shareof premiums returned to the owners of policies reinsured

(a) The letter of credit is cleaiirevocable and unconditional. underthe reinsurance agreement because of cancellations of the

(b) The letter of credit contains an issue date and date ofexpﬁgl'c'es; . N N
tion and stipulates that the beneficiary need only draw a sight draft 2. To reimbursehe ceding insurer for the assuming inssrer
underthe letter of credit and present it to obtain fuadd that no Shareof surrenders an#lenefits or losses paid by the ceding

otherdocument need be presented. insurerunder provisionsf the policies reinsured under the rein
(c) The letter of credit states that it is not subject to any condiranceagreement; . _ .
tion or qualifications outside of the letter of credit. 3. To fund an account with the ceding insurer iraamount

at leastequal to the deduction, for reinsurance ceded, from the

(d) The letter of credit itself shall not contain referencertp inginsurer liabilities fompolicies ceded under the agreement.

other agreements, documents or entities, except as provide . M
sub.(3) (a) and (b). 0‘1:' e account shall include, but not be limited to, amounts for

. . . _policy reserves, claims and losses incurred (includogses
(e) If the heading of the letter of credit includes a section Wh"ﬁ?curredbut not reported), loss adjustmempenses and unearned

includesnotations to provide a reference for the letter of credit ﬂﬂﬁ ; .
' “premiumreserves; and
sectionshall be boxed section and clearly mart@hdicate that ' A .
the information is for internal identification purposes only 4. To pay any otheamounts the ceding insurer claims are due
underthe reinsurance agreement.

(f) The letter of credit states that the obligatiéthe qualified (c) Does not require the return of amounts drawn under the let

United States financial institution under the letter of credit i®in ter of credit excent the reinsurance agreement mav require the
way contingent upon reimbursement. ot € pt the 9 y req
cdedlnglnsurer to return:

(g) Theterm of the letter of credit is for at least one year an 1 A withd . f th tual t
theletter of credit contains a clause which prevents the expiration - dfny amomljjn 1' B rawg In exceﬁs of the ]f"c ua4amoun S
of the letter of credit unless the issuer gives written notice to thgidiredfor par (b) 1., 2., or 3., or in the case of pd) 4., any
cedinginsurer The “evegreen clause” shall provide for a periooamountsthat are subsequently determlped not to be due,.and
of no less than 30 days’ notice to the ceding insurer prior to the 2. Interest payments, at a rate not in excess of the prime rate
expirationdate for nonrenewal. of interest, on the amounts held under. (i3 3.

(h) The letter of credit states whether it is subject to and gov (d) Requiresa trust agreement to accomplish to the purpose of
ernedby the laws of this state or the uniform customs and practie@'- (0), instead of including that provision in the reinsurance
for documentary credits of the international chamber of-cordgreementand the trust agreement is incorporated in the reinsur
merce(Publication 400) and that all drafts drawmder the letter anceagreement or separately executed except a trust agreement

of credit are presentable at aficg in theUnited States of a quali Maybeused only if the reinsurance agreement covers risks other
fied United States financial institution. thanlife, annuities and health and if it is customary practice to pro

; e ; ; ide a letter of credit for a specific purpose.
(i) If the letterof credit is made subject to the uniform custom¥/9€ & '€ . ThC
and practice for documentary credits of the international chambefS©": Cr RegisterJuly 1993, No. 451, €f8-1-93.

of commerce (Publication 400), the letter of credit specifically |ns 52.07 Applicability. (1) This chapter applies to deter
addresseandmakes provision for an extension of time to drawine whether credit may be taken for:

againstthe letter of credit if any of the occurrences specified in (a) Any reinsurance ceded under agreementsred into on
Article 19 of Publication 400 occur or after August 1, 1993; or

()) The letter of credit is issued or confirmed by a qualified : : ; ;
United States financial institution authorized to issue letters ?érggaveﬁ?y ;8;22%225?)ncg(rjgfté?iazlﬂztu ;arl%egsa greement is

credit. (2) Sectionins 6.73 continues to apply for the purpose of

whglézw islfrfgf;et%r"g;%r%m tles dISSS'[:teedS l?ﬁé;n:;'ir;l"f"iqncs'‘;"iltu'Gztr:t_u“ondeterminingwhether credit may be taken f@insurance which is
g ’ not subject to this chapter under sub. (1).

1. The issuing financial institution formally designates the ote: Ins 6.73 was repealedie8-1-93.

confirming qualified United States financial institution as its (3) This chapter and ch. Ins 55 are in addition to and do not
agentfor the receipt and payment of the drafts; and limit “the commissionés authority under s. 618.21 (1) (a), 618.23
2. The letter of credit “evereen clause” under pa@) (1) (a), 618.26 (1) (a), 6231623.12 or 623.21, or ch. 645, Stats.,
requiresthe confirming qualified United States financial instituor s. Ins 51.80. Even if credit for reinsurance is permitted under
tion to give written notice to the cedirigsurer at least 30 days this chapter and ch. Ins 55, the commissioner may under those
prior to expiration date for nonrenewal. provisionsrequire a licensed insurer ¢éaclude the éécts of the
(3) A ceding insurer may take credit under s. Ins 52.04 (4) ordyeditfor the purpose of determining complianvigh security or
if there is avritten reinsurance agreement in conjunction with theompulsorysurplus.
letter of credit and the reinsurance agreement: (4) Nothingin this chapter or ch. Ins 55 relievas insurer or
(a) Requires the assuming insurer to provide letters of creditofficer or director of an insurer or an accountant or actuary from
to the ceding insurerspecifies what the letters of credit are t@esponsibilityunder s. 627.23 (3), Stats., or fiduciary or profes
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sional responsibility to assess the financial condition of a reinemployeor agent of a reinsurer may makech a representation.
surer.Accreditation by the commissioner does not create a pre (5) This chapter does not limit or change the requirements for
sumptionthat a reinsurer is in complianaéth this chapter or that town mutual insurers under s612.31 and 612.33, Stats. This
it is in sound financial condition and no reinsurerofficer, chapterapplies to the state life fund.

FORM AR-1
CERTIFICA TE OF ASSUMING INSURER
I, , of , the assuming insurer under
(nameof officer) (title of officer) (nameof assuming insurer)
areinsurance agreement(s) with one or more insurers domiciled in , hereby certify that

(nameof state)
(“Assuming Insurer”):
(nameof assuming insurer)

1. Submits to the jurisdiction of any court of competent jurisdiction in
(cedinginsurets state of domicile)
for the adjudication of any issues arising out of the reinsurance agreement(s), agrees to comply with-all require
mentsnecessary to give such court jurisdiction, and will abide by the final decision of such court or any appellate
courtin the event of an appeal. Nothing in this paragraph constitutes or should be understood to coveititerte a
of Assuming Insurés rights to commencan action in any court of competent jurisdiction in the United States,
to remove an action to a United States District Court, or to seek a transfasaf@another court as permitted
by the laws of the United States or of any sitatiae United States. This paragraph is not intended to conflict with
or override the obligation of the parties to the reinsurance agreement(s) to arbitralispibigs if such an obliga
tionis created in the agreement(s).

2. Designates the Insurance Commissioner of as its lawful attorney upon
(cedinginsurets state of domicile)
whom may be served any lawful processaimy action, suit or proceeding arising out of the reinsurance-agree
ment(s)instituted by or on behalf of the ceding insurer

3. Submits to the authority of the Insurance Commissioner of examirte
(cedinginsurets state of domicile)
its books and records and agrees to bear the expense of any such examination.

4. Submits with this form a current list insurers domiciled in reinsured
(cedinginsurets state of domicile)
by Assuming Insurer and undertakes to submit additions to or deletions from the list to the In@mamaissioner
atleast once per calendar quarter

Dated:

(nameof assuming insurer)

BY:

(nameof officer)

(title of officer)
History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93;correction in (3) made under s. 13.93 (2m) (b) 7., Stats
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